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BDO Seidman, LLP 99 Monroe Avenue N.W., Suite 800
Accountants and Consultants Grand Rapids, Michigan 49503-2654
® Telephone: (616) 774-7000

e ——
Fax: (616) 776-3680

Independent Auditors’ Report

Board of Education
Holland Public Schools
Holland, Michigan

We have audited the accompanying financial statements of the governmental activities,
each major fund and the aggregate remaining fund information of Holland Public Schools
(the District) as of and for the year ended June 30, 2008, which collectively comprise the
Didtrict’s basic financial statements. These financial statements are the responsibility of
the management of the District. Our responsibility is to express opinions on these
financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the
United States of America and the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States.
Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the basic financial statements are free of material misstatement. An audit
includes examining, on atest basis, evidence supporting the amounts and disclosuresin the
basic financia statements, assessing the accounting principles used and significant
estimates made by management, as well as evaluating the overall basic financial statement
presentation. We believe that our audit provides a reasonable basis for our opinions.

In our opinion, the financial statements referred to above present fairly, in all material
respects, the respective financial position of the governmental activities, each major fund
and the aggregate remaining fund information of Holland Public Schools at June 30, 2008,
and the respective changes in financial position and budgetary comparison for the genera
fund for the year then ended in conformity with accounting principles generally accepted
in the United States of America.

In accordance with Government Auditing Standards, we have also issued a report, dated
October 8, 2008, on our consideration of the District’'s internal control over financial
reporting and our tests of its compliance with certain provisions of laws, regulations,
contracts, grant agreements and other matters. The purpose of that report is to describe the
scope of our testing of internal control over financial reporting and compliance and the
results of that testing, and not to provide an opinion on the internal control over financial
reporting or on compliance. That report is an integral part of an audit performed in
accordance with Government Auditing Standards and should be considered in assessing
the results of our audit.
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Management’s Discussion and Analysis is not a required part of the basic financial
statements but is supplementary information required by accounting principles generally
accepted in the United States of America. We have applied certain limited procedures,
which consisted principally of inquiries of management regarding the methods of
measurement and presentation of the supplementary information. However, we did not
audit the information and express no opinion on it.

Our audit was conducted for the purpose of forming opinions on the financia statements
that collectively comprise the District’s basic financial statements. The accompanying
schedule of expenditures of federa awards as required by OMB Circular A-133, Audits of
Sates, Local Governments and Non-Profit Organizations, and the combining, individual
fund financial statements and schedules listed in the table of contents are presented for
purposes of additional analysis and are not a required part of the basic financial statements
of Holland Public Schools. Such information has been subjected to the auditing
procedures applied in the audit of the basic financial statements and, in our opinion, is
fairly stated in all material respects in relation to the basic financial statements taken as a
whole.

208 g LLF

Grand Rapids, Michigan
October 8, 2008
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School District of the City of Holland
Management’s Discussion and Analysis
For Fiscal Year Ended June 30, 2008

As management of Holland Public Schools (the District), we offer this narrative overview and analysis of
the financial activities of Holland Public Schools for the year ended June 30, 2008.

Generaly accepted accounting principles (GAAP) require the reporting of two types of financial
statements: District-Wide Financial Statements and Fund Financial Statements.

District-Wide Financial Statements

The district-wide financial statements are prepared using full accrual accounting and more closely
represent those presented by business and industry. All of the District’s assets and liabilities, both short
and long-term, are reported. As such, these statements include capital assets, net of related depreciation,
aswell asthe bonded debt and other long-term liabilities of the District.

The statement of net assets presents information on all of the District’s assets and liabilities, with the
difference between the two reported as net assets. Over time, increases and decreases in net assets can
serve as a barometer of financial health and whether the District’s financial position is improving or
deteriorating.

The statement of activities presents information showing how the District’s net assets changed during the
year. This statement focuses on both the gross and net cost of the various activities which are supported
by the District’s general tax, state aid and other revenues. This presentation is intended to summarize and
simplify the user’ s analysis of the cost of the various governmental services.

Fund Financial Statements

The fund level statements are reported on a modified accrual basis in that only those assets that are
measurable and currently available are reported. Liabilities are recognized to the extent they are normally
expected to be paid with current financial resources.

The fund statements are formatted to comply with the legal requirements of the Michigan Department of
Education’s Accounting Manua. In the State of Michigan, school districts magjor instruction and
instructional support activities are reported in the General Fund. Additional activities are reported in
various other funds. These include Specia Revenue Funds, Debt Service Funds and Capital Project
(Sinking) Funds.

In the fund financial statements, capital assets purchased are reported as expenditures in the year of
acquisition with no asset being reported. The issuance of debt is recorded as a financial resource. The
current year's payments of principal and interest on long-term obligations are recorded as expenditures.
The aobligations for future years debt obligations are not recorded in the fund financial statements.



District-Wide Financial Analysis
The following schedule summarizes the net assets at June 30, 2008 and 2007.

Summary of Net Assets
2008 2007 Change

Assets

Current assets $ 15,758,889 $ 16,094,521 $ (335,632)

Capital assets 44,082,284 42,916,519 1,165,765

L ess: accumulated depreciation (23,814,538) (22,816,346) (998,192)

Capital assets, net book value 20,267,746 20,100,173 167,573
Total Assets 36,026,635 36,194,694 (168,059)
Liabilities

Current liabilities 8,596,734 9,868,695 (1,271,961)

Noncurrent liabilities 32,343,847 34,065,071 (1,721,224)
Total Liabilities 40,940,581 43,933,766 (2,993,185)
Net Assets (Deficit)

Invested in capital assets, net of related debt 3,278,632 (121,294) 3,399,926

Restricted for debt service 1,374,435 1,807,643 (433,208)

Restricted for capital projects 1,419,182 1,105,116 314,066

Unrestricted (10,986,195) (10,530,537) (455,658)
Total Net Assets (Deficit) $ (4913946) $ (7,739,072) $ 2,825,126

Current assets decreased for the year as the District realized lower revenue from operations and expended
cash reserves. Structural adjustments to the operations of the District from previous years have continued
to support cost containment activities which has resulted in a positive net assets improvement.

Capital assets increased during the year as the District continued investment in school facilities. Many
improvement projects were completed in the District facilities including Holland Heights, the High
School, and Jefferson 4-5 that increased capital assets by $1,165,765.

Total liabilities were down by $2,993,185 due to reductions in short-term liabilities. The District did not
borrow funds through the State Aid Cash Flow borrowings program during the year.

Capital Assets

At June 30, 2008 the District had invested $44,082,284 in a broad range of capital assets, including
school buildings and facilities, site improvements, school buses and other vehicles and various types of
equipment. Depreciation expense for the year amounted to approximately $1,153,000 bringing
accumulated depreciation to $23,814,538 as of June 30, 2008.

Capital Assetsat Year End
(Net of Depreciation)

Buildings and improvements $ 17,146,573
Land and improvements 1,326,062
Machinery, equipment and furniture 1,225,554
Transportation equipment 569,557

$ 20,267,746




Depreciation expense is recorded on a straight-line basis over the estimated useful lives of the assets. In
accordance with accounting principles generally accepted in the United States of America, depreciation
expense is calculated based on the original cost of the asset less an estimated salvage value, where
applicable.

Long-Term Liabilities
At June 30, 2008, the District had approximately $35.88 million in long-term debt outstanding. This
represents a reduction of about $1.56 million over the amount outstanding at the close of the prior fiscal

year.

For more detailed information regarding capital assets and debt administration, please review the notes to
the financial statements located in the financial section of this report.

Results of Operations

For the fiscal years ended June 30, 2008 and 2007, the results of operations, on a district-wide basis were:

2007-08 2006-07 Change
General Revenues
Property taxes levied for general purposes $11,154,470 $ 10,920,936 $ 233,534
Property taxes levied for debt service 3,063,698 3,294,694 (230,996)
Property taxes levied for capital projects 980,665 951,709 28,956
Unrestricted state aid 21,682,180 23,534,824 (1,852,644)
Investment earnings 573,185 626,567 (53,382)
Gain on sae of assets 9,767 318,733 (308,966)
Miscellaneous 111,714 179,465 (67,751)
Total general revenues 37,575,679 39,826,928 (2,251,249)
Program Revenues
Charges for services 848,685 807,757 40,928
Operating grants and contributions 10,462,030 10,617,618 (155,588)
Total program revenues 11,310,715 11,425,375 (114,660)
Total Revenues 48,886,394 51,252,303 (2,365,909)
Expenses
Instruction 25,428,368 26,277,998 (849,630)
Support services 14,632,922 14,060,492 572,430
Community services 169,076 77,820 91,256
Food services 1,635,186 1,458,658 176,528
Athletics 727,819 757,911 (30,092)
Interest on long-term debt 2,314,697 2,314,544 153
Unallocated depreciation 1,153,200 1,054,816 98,384
Total Expenses 46,061,268 46,002,239 59,029
Increasein Net Assets $ 2,825,126 $ 5,250,064 $(2,424,938)




In most of the above categories, the differences between the 2006-07 fiscal year and the 2007-08 fiscal
year (change) would be considered well within the normal range with a few exceptions. Due to student
enrollment declines, unrestricted state aid decreases were not offset by increases in other revenue
categories.

In the 2006-07 fiscal year, the District received the fina installment on the sale of a piece of property. No
other properties were sold in the 2007-08 fiscal year.

Costs associated with instruction expenses decreased by $849,630 from one fiscal year to the next. The
primary reductions in this group of expenses can be attributed to staffing reductions which have helped
match staffing needs with the reduction in the District’s enrollment. Costs associated with support
services increased by $572,430 from one fiscal year to the next. Additional support for special education,
staff development and investments in technology for the classrooms has accounted for a portion of this
increase. In addition, increases in purchased services for snow removal and other building repair services
combined with utilities increases accounted for over approximately $130,000 increase from the previous
year.

Analysis of Significant Revenues and Expenditures
Significant revenues and expenditures are discussed in the segments bel ow:
Sate Sources

The District is predominately funded by state aid. The State of Michigan funds districts based on a
blended student enrollment. The blended enrollment consists of 75% of the current year's fall count and
25% of the prior year's spring count. During the 2007-08 school year districts throughout the State of
Michigan have received an increase in the per-pupil allocations they received for the prior fiscal year.
The blended pupil membership was 4,654 for 2006-07 fiscal year and 4,394 for 2007-08. The state per-
pupil alocation was $7,223 for 2006-07 and $7,339 for 2007-08.

Student Enrollment

The District’s enrollment for the fall count of 2007-08 was 4,375 students. This is a decrease in
enrollment of 246 students from the prior fall. The District is a geographically small, landlocked district
in Allegan and Ottawa Counties. The magjority of the land area of the District is within the city of
Holland, Michigan. A recent report indicates that there are fewer than 50 residential building sites
available in the city. Growth from new residential construction is unlikely. In addition, student
enrollment has been negatively impacted by economic conditionsin the area.

Student Change From % of

Count Prior Y ear Change

Fall 2007 4,375 (246) (5.32)
Fall 2006 4,621 (234) (4.81)
Fall 2005 4,855 (165) (3.29)
Fall 2004 5,020 (225) (4.29)
Fall 2003 5,245 (137) (2.55)




Property Taxes

The District levies 18 mills of property taxes for operations on non-homestead properties. Each year the
voters of the District have approved an override to the reductions otherwise required by the Headlee
Amendment. According to Michigan law, the taxable levy is based on the taxable valuation of properties.
The annual taxable valuation increases are capped at the rate of the prior year’'s Consumer Price Index
increase or 5%, whichever is less. At the time property is sold, its taxable valuation is readjusted to the
State Equalized Value, which in theory is 50% of the property’ s market value.

For the 2007-08 fiscal year, the District’s net property tax revenues were $11,154,470. The increase of
2.14% from the prior year was due to growth in the District’s total homestead and non-homestead
property taxable value.

The District levied 2.30 mills of property taxes on all classes of property located within the District for
bonded debt retirement. This levy is reduced as property values increase and is used to pay the principal
and interest on bond obligations. The total of revenues for debt retirement in the current year was
$3,157,279. Thisisa9.2% decrease from the prior year and is due primarily to areduction in the tax rate
required to fulfill debt requirements.

General Fund Budgetary Highlights

The Uniform Budget Act of the State of Michigan requires that the local Board of Education approve the
original budget for the upcoming fiscal year prior to its starting on July 1. Any amendments made to the
operating budget must be approved by the Board prior to the close of the fiscal year on June 30.

For the 2007-08 fiscal year, the District amended the general fund budget one time, with the Board
adopting the changes in June 2008. The following schedule shows a comparison of the original general
fund budget, the final amended general fund budget, and actual totals from operations:

Variance

Original Final With Fina %

Budget Budget Actual Budget  Variance

Total Revenues $ 41,880,603 $ 42,835335 $ 42,833,797 $ (1,538) (0.004)
Expendituresand Transfers

Instruction $ 25,614,745 $ 25335877 $ 25,576,514 $ (240,637) (0.95)

Support services 15,902,779 15,513,957 14,949,273 564,684 3.64

Community services 190,033 165,395 169,076 (3,681) (2.23)

Debt retirement 138,500 138,500 138,173 327 0.24

Transfer 620,000 681,231 682,000 (769) (0.11)

Total Expendituresand Transfers $ 42,466,057 $ 41,834,960 $ 41515036 $ 319,924 0.76

The actual revenues for the general fund were $42,833,797. Thisis above the original budget estimate of
$41,880,603 and is below the fina amended budget amount of $42,835,335 by $1,538 or less than
0.004%. The actual genera fund expenditures were $40,022,630. This is below the original budget
estimate of $41,226,057 and is also below the final amended budget amount of $40,482,729.



The variance between the actual revenues and the original and final revenue budgets are due primarily to
the following:

e Lower than anticipated enrollment figures which resulted in reduced revenue from the State of
Michigan for State Aid Foundation Grant payments.

e Reductions in federal funding sources under Title I-A grant and Special Education Act 18 and
center payment adjustments.

The variances between the actual general fund expenditures and the original and final expenditure
budgets include the following:

o Adjustments to staffing levels for both teachers and administration and the associated retirement
expenditures provided variances to budget.

e Continued cost containment activities in several departments producing over $483,000 in cost
reductions from original budget.

e Timing delays in the receipt of severa bus purchases and technology-related expenses totaling
over $220,000 which were approved in 2007-08 budget, these purchases will be recognized in
2008-09 financials.

Analysis of Financial Position

The financial condition of the District improved from June 30, 2007. The $1.3 million increase in the
general fund balance was the result of the District’s ability to contain costs while experiencing reductions
in state aid and federal fund dollars. The increase in fund balance will alow the District to provide
appropriate capital investments to sustain long-term viability given the potential for continued declining
enrollment.

Factors Bearing on the District’s Future

At the time that these financia statements were prepared and audited, the District was aware of the
following items that could significantly affect its health in the future:

e With the current economic condition in the country, and especially in the State of Michigan,
uncertainty surrounds the level at which districts will be funded in subsequent fiscal years.

o Aswith other employers, the District continues to face increases in rates paid for employee wages
and other benefits even as revenue declines.

e Continued focus on containing costs to match the size of the student body will be key in
maintaining positive fund balance going forward.

e Investment in the District’'s facilities will require careful planning and implementation in the
coming years to best support student achievement.

Contacting the District’s Financial Management
Thisfinancial report is designed to provide our citizens, taxpayers, customers, and investors and creditors
with a genera overview of the District’s finances and to demonstrate the District’s accountability for the

money it receives. If you have questions about this report, or need additional financial information,
please contact the Business Manager, Holland Public Schools; Holland, Michigan.
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Holland Public Schools
Holland, Michigan

District-Wide Financial Statements
Statement of Net Assets

Governmental

June 30, 2008 Activities
Assets
Current Assets

Cash and investments (Note 3) $ 10,616,084

Accounts receivable 19,543

Due from other governmental units 5,041,607

Inventories 44 501

Prepaid expenses 14,154

Other current assets 23,000
Total current assets 15,758,889
Noncurrent Assets

Capital assets, net of accumulated depreciation (Note 5) 20,267,746
Total Assets 36,026,635
Liabilities
Current Liabilities

Accounts payable 688,632

Accrued payroll and benefits 3,919,056

Accrued interest 60,125

Due to other governmental units 29,564

Unearned revenue 360,831

Current portion of long-term obligations (Note 7) 3,538,526
Tota current liabilities 8,596,734
Noncurrent Liabilities

Noncurrent portion of long-term obligations (Note 7) 32,343,847
Total Liabilities 40,940,581
Net Assets (Deficit)

Invested in capital assets, net of related debt 3,278,632

Restricted for debt service 1,374,435

Restricted for capital projects 1,419,182

Unrestricted (10,986,195)
Total Net Deficit $ (4,913,946)

See accompanying notes to financial statements.
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Holland Public Schools
Holland, Michigan

District-Wide Financial Statements
Statement of Activities

Net (Expense)
Revenue and
Changesin Net Assets
Primary
Program Revenues Government
Operating
Chargesfor Grantsand Governmental
Year ended June 30, 2008 Expenses Services Contributions Activities
Primary Gover nment
Governmental Activities
Instruction $25,428,368 $ 34,319 $ 7,940,360 $(17,453,689)
Support services 14,632,922 137,758 1,456,595 (13,038,569)
Community services 169,076 - - (169,076)
Food service 1,635,186 525,550 1,065,075 (44,561)
Athletics 727,819 151,058 - (576,761)
Interest on long-term debt 2,314,697 - - (2,314,697)
Unallocated depreciation 1,153,200 - - (1,153,200)
Total Primary Gover nment $46,061,268 $ 848,685 $ 10,462,030 (34,750,553)
Genera revenues.
Property taxes levied for general purposes 11,154,470
Property taxes levied for debt service 3,063,698
Property taxes levied for capita projects 980,665
Unrestricted state aid 21,682,180
Miscellaneous general revenues 111,714
Gain on sale of assets 9,767
Investment earnings 573,185
Tota general revenues 37,575,679
Change in net deficit 2,825,126
Net Deficit, beginning of year (7,739,072)

Net Deficit, end of year

$ (4,913,946)

See accompanying notes to financial statements.
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Holland Public Schools
Holland, Michigan

Governmental Funds
Balance Sheet

Capital Projects Other Total
Deht Property Governmental Governmental
June 30, 2008 Genera  Retirement Sales Fund Funds Funds
Assets
Cash and investments (Note 3) $ 5486448 $1,426622 $ 1,746,244 $ 1,956,770 $10,616,084
Accounts receivable 11,313 7,703 - - 19,016
Due from other funds (Note 4) 1,316 - - 1,698 3,014
Due from other governmental units 5,028,084 235 - 13,288 5,041,607
Inventories 6,155 - - 38,346 44,501
Other current assets 23,000 - - - 23,000
Prepaid expenditures 14,154 - - - 14,154
Total Assets $10,570470 $1,434560 $ 1,746,244 $ 2,010,102 $15,761,376
Liabilitiesand Fund Balances
Liabilities
Accounts payable $ 628588 $ - $ - $ 60044 $ 688632
Accrued payroll ligbilities 3,892,570 - - 15,300 3,907,870
Due to other funds (Note 4) 1,570 - 762 155 2,487
Due to other governmental units 29,464 - - 100 29,564
Deferred revenue 300,619 - - 60,212 360,831
Total ligbilities 4,852,811 - 762 135,811 4,989,384
Fund Balances
Reserved for:
Inventories and prepaids 20,309 - - 38,346 58,655
Encumbrances 164,333 - - - 164,333
Unreserved, designated for:
Postemployment benefits 217,841 - - - 217,841
Unreserved, undesignated reported in:
General fund 5,315,176 - - - 5,315,176
Capital projects funds - - 1,745,482 1,419,182 3,164,664
Specia revenue funds - - - 416,763 416,763
Debt retirement fund - 1,434,560 - - 1,434,560
Total fund balances 5,717,659 1,434,560 1,745,482 1,874,291 10,771,992

Total Liabilitiesand Fund Balances $10,570,470 $1,434560 $ 1,746,244 $ 2,010,102 $15,761,376

See accompanying notes to financial statements.
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Holland Public Schools
Holland, Michigan

Reconciliation of Fund Balances of Governmental Funds to
Net Assets on the Statement of Net Assets
|

June 30, 2008

Total fund balances - total governmental funds (from page 20) $ 10,771,992

Amounts reported for governmental activities in the statement of net assets
are different because:

Capital assets used in governmental activities are not financia resources and
therefore are not reported in the funds. These assets consist of:

Capital assets, at cost $44,082,284
Accumulated depreciation (23,814,538)
Net capital assets 20,267,746

Claimsincurred but not reported for self-insurance are not due and payable in the
current period and therefore are not reported in the funds. (11,186)

Long-term liabilities, including accrued interest payable, are not due and payable
in the current period and therefore are not reported in the funds. Balances are

asfollows:
Bonds payable (16,943,526)
Accrued interest on capital appreciation bonds (18,659,979)
Installment contracts payable (45,588)
Retirement contracts payable (82,388)
Retirees insurance (150,892)
Accrued interest on bonds (60,125)
Total long-term liabilities (35,942,498)
Net Deficit of Governmental Activities $ (4,913,946)

See accompanying hotes to financial statements.
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Debt
Year ended June 30, 2008 General Retirement
Revenues
Local sources:
Property taxes $ 11,154,470 3,063,698
Other local 589,740 93,581
Intermediate sources 4,239,552 -
State sources 23,332,909 -
Federal sources 3,517,126 -
Total revenues 42,833,797 3,157,279
Expenditures
Instruction 25,576,514 -
Support services 14,949,273 -
Community services 169,076 -
Food service - -
Athletics - -
Debt retirement:
Redemption of principal 132,353 3,100,000
Interest and fiscal charges 5,820 516,320
Capital outlay - -
Total expenditures 40,833,036 3,616,320
Excess (deficiency) of revenues over expenditures 2,000,761 (459,041)
Other Financing Sour ces (Uses)
Transfersin (Note 4) - -
Transfers out (Note 4) (682,000) -
Sdle of assets 9,767 -
Total Other Financing Sour ces (Uses) (672,233) -
Changes in fund balances 1,328,528 (459,041)
Fund Balances, beginning of year 4,389,131 1,893,601
Fund Balances, end of year $ 5717659 $ 1,434,560

22



Holland Public Schools
Holland, Michigan

Governmental Funds

Statement of Revenues, Expenditures and Changes in Fund Balances

Capital Projects Other Totd
Property Governmental  Governmental
Sales Fund Funds Funds
$ - 980,665 $ 15,198,833
73,160 766,651 1,523,132
- - 4,239,552
- 65,510 23,398,419
- 999,565 4,516,691
73,160 2,812,391 48,876,627
- - 25,576,514
- - 14,949,273
- - 169,076
- 1,635,186 1,635,186
- 727,819 727,819
- - 3,232,353
- - 522,140
113,524 893,538 1,007,062
113,524 3,256,543 47,819,423
(40,364) (444,152) 1,057,204
62,000 620,000 682,000
- - (682,000)
- - 9,767
62,000 620,000 9,767
21,636 175,848 1,066,971
1,723,846 1,698,443 9,705,021

$ 1745482 $ 1,874,291 $ 10,771,992

See accompanying notes to financial statements.
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Holland Public Schools
Holland, Michigan
Reconciliation of the Statement of Revenues,

Expenditures and Changes in Fund Balances of
Governmental Funds to the Statement of Activities

Year ended June 30, 2008

Changes in fund balances - total governmental funds (from page 23) $1,066,971

Amounts reported for governmental activities in the statement of activities are
different because:

Governmental funds report capital outlays as expenditures. However, in the statement
of activities the cost of those assetsis alocated over their estimated useful lives as
depreciation expense.

Capital outlay $1,320,773
Depreciation expense (1,153,200
Net effect of capital outlays 167,573

Bond and note proceeds provide current financial resourcesto governmental funds,
but issuing debt increases long-term liabilities in the statement of net assets.
Repayment of bonds and note principal is an expenditure in governmental funds,
but reduces long-term liabilities in the statement of net assets.
Principal payments 3,100,000
Installment purchase contracts 132,353
3,232,353

Claimsincurred but not reported for self-insurance are not due and payablein the
current period and therefore are not reported in the funds. 2,640

Some expenses reported in the statement of activities do not require the use of
current financial resources and therefore are not reported as expendituresin
governmental funds.
Accrued interest on bonds (1,792,557)
Retirement contracts 44,310
Retirees insurance 103,836
Net effect of long-term liabilities 1,644,411

Changein Net Deficit of Governmental Activities $2,825,126

See accompanying notes to financial statements.
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Holland Public Schools
Holland, Michigan
General Fund

Statement of Revenues, Expenditures and Changes in
Fund Balance - Budget to Actual

Variance With
Final Budget
Origina Final Positive
Year ended June 30, 2008 Budget Budget Actual (Negative)
Revenues
Property taxes $10,739,330 $11,158,875 $11,154,470 $ (4,405)
Other local sources 264,750 586,261 589,740 3,479
I ntermediate sources 4,244,449 4,213,025 4,239,552 26,527
State sources 23,272,200 23,336,906 23,332,909 (3,997)
Federal sources 3,359,874 3,540,268 3,517,126 (23,142)
Total revenues 41,880,603 42,835,335 42,833,797 (1,538)
Expenditures
Instruction:
Elementary 9,169,752 9,312,344 9,362,440 (50,096)
Middle school 2,977,315 2,971,159 2,958,751 12,408
High school 5,297,178 5,421,595 5,410,837 10,758
Early childhood 286,160 224,933 232,534 (7,601)
Special education 5,325,620 4,977,431 5,074,461 (97,030)
Compensatory education 2,092,372 2,034,198 2,057,342 (23,144)
Vocational education 334,704 303,992 322,232 (18,240)
Adult education 131,644 90,225 157,917 (67,692)
Total instruction 25,614,745 25,335,877 25,576,514 (240,637)
Support services:
Counseling 833,766 720,424 720,257 167
Specia education ancillary 2,228,743 2,234,517 2,318,514 (83,997)
Improvement of education 1,467,257 1,422,480 1,363,748 58,732
Media services 360,757 246,376 254,343 (7,967)
Instructional support 498,430 521,472 480,512 40,960
Board of education 270,539 118,650 129,923 (12,273)
Executive administration 300,884 296,909 303,435 (6,526)
School administration 2,467,775 2,167,251 2,153,057 14,194
Fiscal services 433,681 334,285 296,471 37,814
Printing services 387,120 341,068 326,428 14,640
Other business services 373,633 434,809 337,045 97,764
Operation and maintenance 3,732,973 3,759,088 3,574,325 184,763
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Holland Public Schools
Holland, Michigan
General Fund

Statement of Revenues, Expenditures and Changes in
Fund Balance - Budget to Actual

Variance With
Final Budget
Origina Final Positive
Year ended June 30, 2008 Budget Budget Actud (Negative)
Security $ 151495 $ 157,144 $ 164329 $ (7,185)
Student transportation 1,122,207 1,053,661 896,845 156,816
Research and development 29,127 35,005 31,550 3,455
Communication services 200,614 206,649 204,944 1,705
Staff services 425,844 376,744 375,112 1,632
Support services technology 871,841 980,228 923,608 56,620
Other support services (253,907) 107,197 94,827 12,370
Total support services 15902,779 15513957 14,949,273 564,684
Community services 190,033 165,395 169,076 (3,681)
Debt retirement:
Redemption of principal 132,500 132,500 132,353 147
Interest 6,000 6,000 5,820 180
Total debt retirement 138,500 138,500 138,173 327
Tota expenditures 41,846,057 41,153,729 40,833,036 320,693
Excess of revenues over expenditures 34,546 1,681,606 2,000,761 319,155
Other Financing Sour ces (Uses)
Transfers out (620,000) (681,231) (682,000) (769)
Sale of assets - 9,767 9,767 -
Total other financing uses (620,000) (671,464) (672,233) (769)
Changesin fund balance (585,454) 1,010,142 1,328,528 318,386
Fund Balance, beginning of year 4,389,131 4,389,131 4,389,131 -

Fund Balance, end of year

$ 3,803,677 $ 5,399,273 $ 5,717,659 $

318,386

See accompanying notes to financial statements.
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Holland Public Schools
Holland, Michigan

Fiduciary Funds
Statement of Fiduciary Net Assets

Scholarship Agency

June 30, 2008 Trust Fund Fund
Assets

Cash and investments (Note 3) $ 542666 $ 247,345
Liabilities

Accounts payable - $ 9,958

Due to other funds (Note 4) - 527

Due to student groups - 236,860
Total Liabilities - $ 247345
Net Assets $ 542,666

See accompanying notes to financial statements.
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Holland Public Schools
Holland, Michigan

Fiduciary Funds
Statement of Changes in Fiduciary Net Assets
|

Scholarship

Year ended June 30, 2008 Trust Fund
Additions

Contributions $ 21,172

I nvestment income 22,582
Total additions 43,754
Deductions

Awards 2,700

Other expenses 3,095
Total deductions 5,795
Change in net assets 37,959
Net Assets, beginning of year 504,707
Net Assets, end of year $ 542,666

See accompanying notes to financial statements.
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Holland Public Schools
Holland, Michigan

Notes to Financial Statements

1. Summary of Significant Accounting Policies

The basic financial statements of Holland Public Schools (the District) have been
prepared in conformity with accounting principles generally accepted in the United States
of America as applied to governmental units. The Governmental Accounting Standards
Board (GASB) is the accepted standard-setting body for establishing governmental
accounting and financial reporting principles. The District’s significant accounting
policies are described below.

Reporting Entity

The District is an independent entity with an elected Board of Education. The Board
consists of seven members elected to four-year terms. The Board has responsibility and
control over all matters affecting the District, including authority to levy taxes and
determine its budget, the power to designate management and primary accountability for
fiscal matters. The basic financial statements of the District contain all funds and
account groups for which the District is financially accountable.

Basis of Presentation

District-wide financial statements: The statement of net assets and the statement of
activities report information on all of the nonfiduciary activities of the District. For the
most part, the effect of interfund activity has been removed from these statements. The
district-wide financial statements categorize activities as either governmental or business-
type. All of the District’s activities are classified as governmental.

The statement of net assets presents information on all of the District’s assets and
liabilities, with the difference between the two reported as net assets.

The statement of activities demonstrates the degree to which the direct expenses of a
given function or segment are offset by program revenues. Direct expenses are those that
are clearly identifiable with a specific function. Program revenues include 1) charges to
recipients who purchase, use or directly benefit from goods, services or privileges
provided by a given function, and 2) grants and contributions that are restricted to
meeting the operation or capital requirements of a particular function. Property taxes,
state aid foundation and certain other items are reported as general revenues.
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Holland Public Schools
Holland, Michigan

Notes to Financial Statements

Fund financial statements: The fund financial statements provide information about the
District’sfunds. Each fund is accounted for by providing a separate set of self-balancing
accounts that comprise its assets, liabilities, fund equity, revenues and expenditures.
Separate financial statements are provided for governmental funds and fiduciary funds,
even though the latter are excluded from the government-wide financial statements. Mgjor
individual governmental funds are reported in separate columns in the fund financial
statements.

When both restricted and unrestricted resources are available, it is the District’ s policy to
use restricted resources first.

Governmental Funds

Governmental Funds are used to account for the District’s general activity. The focusis
on determination of the financial position and changes in financial position rather than on
income determination. The following is a description of the Governmental Funds of the
District:

General Fund is the general operating fund of the District. It is used to account
for al financial resources except those required to be accounted for in another
fund. Itisconsidered amajor fund.

Special Revenue Funds are used to account for revenue sources that are restricted
to expenditures for specified purposes. The District operates two special revenue
funds: Food Service and Athletics.

Debt Retirement Fund is used to account for the accumulation of resources for,
and the payment of, general long-term debt principal and interest. It is considered
amajor fund.

Capital Projects Funds are used to account for financial resources to be used for
the acquisition and construction of major capital facilities. The District has two
capital projects funds: the Property Sales Fund and the 1998 Sinking Fund. The
Property Sales Fund is considered a major fund.
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Notes to Financial Statements

Fiduciary Funds

The Private-Purpose Trust Fund is used to account for funds entrusted to the
District for student scholarships.

The Agency Fund is used to account for assets held by the District in a trustee
capacity for individuals or school-related organizations. The Student Activities
Agency Fund is custodial in nature and does not involve measurement of results
of operations.

Measurement Focus and Basis of Accounting

Measurement focus refers to what is being measured and basis of accounting refers to
when revenues and expenditures are recognized in the accounts and reported in the
financial statements. Basis of accounting relates to the timing of the measurements
made, regardless of the measurement focus applied.

Didtrict-wide and fiduciary fund financial statements are reported using the economic
resources measurement focus and the accrual basis of accounting. Revenues are recorded
when earned and expenses are recorded when a liability is incurred, regardless of the
timing of related cash flows. Property taxes are recognized as revenues in the year for
which they are levied. Grants and similar items are recognized as revenue as soon as all
eligibility requirements imposed by the provider have been met.

Private-sector standards of accounting and financia reporting issued prior to December
1, 1989, are generally followed in the district-wide financial statements to the extent that
those standards do not conflict with GASB guidance.

Governmental fund financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Revenues are
recognized as soon as they are both measurable and available. Revenues are considered
to be available if they are collected within the current period or soon enough after to pay
liabilities for the current period. The District considers revenues available if collected
within 60 days after year-end.

Expenditures are recorded when a liability is incurred, as under accrua accounting.
However, debt service expenditures as well as expenditures related to compensated
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Notes to Financial Statements

absences and claims and judgments are recorded only when payment is due. General
capital asset acquisitions are reported as expenditures in governmental funds.

Sate Foundation Revenue

The State of Michigan provides funds through a foundation grant approach, which
provides for a specific annual amount of revenue per student based on statewide formula.
The foundation is funded from state and local sources. Revenues from state sources are
primarily governed by the School Aid Act and the School Code of Michigan. For the
year ended June 30, 2008, the foundation allowance was based on the blended average of
pupil membership counts taken in February and September 2007.

The state portion of the foundation is provided primarily by a state education property tax
millage of 6 mills and an allocated portion of state sales and other taxes. The local
portion of the foundation is funded primarily by non-homestead property taxes, which
may be levied at arate of up to 18 mills.

Sate Categorical Revenue

The Digtrict also receives revenue from the state to administer certain categorical
education programs. State rules require that revenue earmarked for these programs be
expended for its specific purpose. Categorical funds received, which are not expended
by the close of the fiscal year are recorded as deferred revenue.

Federal Revenue

Expenditure-driven grants are recognized as revenue when the qualifying expenditures
have been incurred and all other grant requirements have been met.

Budgets and Budgetary Accounting

The budgetary data reflected in the financial statements is established by the District
using the procedures outlined below:

Starting in the spring, administrative personnel and department heads work with

the Superintendent of the schools to establish a proposed operating budget for the
fiscal year commencing the following July 1.
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Prior to June 30, an initial appropriations budget is adopted by the Board of
Education for the subsequent fiscal year to comply with State of Michigan
regulations.

Budgets for the General and Specia Revenue Funds are adopted on a basis
consistent with generally accepted accounting principles. Budgeted amounts are
as originally adopted or as amended by the District on various dates.

Once a budget is approved, it can be amended at the function and fund level only
by approval of a maority of the members of the Board of Education.
Amendments are presented to the Board at their regular meetings. Each
amendment must have Board approval. Such amendments are made before the
fact, are reflected in the official minutes of the Board, and are not made after the
fiscal year-end as dictated by law.

The budget is integrated with the accounting system of the District and is used as
amanagement control device during the year.

| nvestments
Investments are recorded at fair value.
[ nventories

Inventories are stated at cost, using the first-in, first-out method, except USDA-donated
commodities, which are recorded at fair market value. Inventories consist primarily of
food, cafeteria supplies, teaching and maintenance supplies. Governmental Fund
inventories are reported as assets until consumed, at which time an expenditure is
recorded.

Capital Assets

Capital assets, which include property, buildings and equipment, are reported in the
district-wide financial statements. Assets having a useful life in excess of one year and
whose costs exceed $5,000 are capitalized. Capital assets are stated at historical cost or
estimated historical cost where actual cost information is not available. Donated capital
assets are stated at their market value as of the donation date.
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The costs of normal maintenance and repairs that do not add to the value of the asset or
materially extend assets useful lives are not capitalized. Major outlays for capital assets
are capitalized as projects are constructed. Depreciation is provided for on the straight-
line basis over the estimated useful lives of the assets as follows:

Years
Land improvements 5-30
Buildings and additions 20-45
Furniture and equipment 5-20
Transportation equipment 5-20

Compensated Absences

District employees are granted vacation and sick leave in varying amounts based on
individual contracts. Sick leave isaccumulated at different rates for various categories of
employees, however, al accumulated leave time terminates upon severance of
employment. There is aso a sick leave bank that is funded by voluntary employees
donations of sick time. There isno carryover provision for vacation time. In accordance
with generally accepted accounting principles, there has been nothing accrued for sick
and vacation time. The matured liability for compensated absences is reported in the
fund financial statements.

Long-Term Obligations

In the district-wide financial statements, long-term debt and other long-term obligations
are reported as liabilities. In the fund financial statements, the face amount of new debt
issued is reported as other financing sources.

Net Assets

Net assets represent the difference between assets and liabilities. Net assets invested in
capital assets, net of related debt, consists of capital assets, net of accumulated
depreciation, reduced by the outstanding balances of any borrowings used for the
acquisition or construction of those assets. Net assets are reported as restricted when
there are limitations imposed on their use, either through legislation or through external
restrictions imposed by creditors, grantors, laws or regulations from other governments.
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Property Taxes

Properties are assessed as of December 31, and approximately one-half of the related
property taxes are levied and become a lien on July 1. The remaining taxes are levied
and become a lien on December 1. These taxes are due on September 15 (August 15 for
the City of Holland) and February 15, respectively, with the final collection date of
February 28, before they are added to the county delinquent tax rolls.

I nterfund Activity

During the course of its operations, the District has various transactions between funds.
The District annually transfers funds to the Athletic Fund to cover operating shortfalls
and also transfers funds to the Capital Projects Funds as needed for specific projects. To
the extent that certain transactions had not been paid or received as of June 30, 2008,
balances of interfund receivables or payables have been recorded.

Use of Estimates

The preparation of financial statements requires estimates and assumptions that affect the

amounts reported in the financial statements and accompanying notes. Actual results
may differ from those estimates.

2. Stewardship, Compliance and Accountability

At June 30, 2008, the following funds had expenditures in excess of budget:

Fund Budget Actua Variance
Athletics $ 736507 $ 762513 $ (26,006)
Food Service 1,708,905 1,751,444 (42,539)

Revenues and/or fund balance were sufficient to cover the excess expenditures.
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3. Cash and Investments
Deposits
State statutes require that certificates of deposit, savings accounts, deposit accounts and
depository receipts are made with banks doing and having a place of business in the state
of Michigan that are also members of afederal or national insurance corporation.
Custodial Credit Risk Related to Deposits
Custodial credit risk is the risk that, in the event of a bank failure, the District’s deposits
might not be recovered. The District’s policy for mitigating custodial credit risk is to
only alow deposits in approved depositories. At June 30, 2008, $4,399,326 of the
District’ s bank balances of $4,599,326 was uninsured and uncollateralized.

| nvestments

At June 30, 2008, the District had the following investments:

[ nvestment Fair Value
Michigan Class Fund (M| Class) $ 7,071,090
Michigan Liquid Asset Fund (MILAF) 36,686
Total $ 7,107,776
Credit Risk

Credit risk is the risk that an issuer or counterparty to an investment will not fulfill its
obligations.

State statutes authorize the District to invest in obligations and certain repurchase
agreements of the U.S. Treasury and related governmental agencies, commercial paper
rated prime at the time of purchase and maturing not more than 270 days from the date of
purchase, banker’s acceptances and certificates of deposit issued or created by any state
or national bank insured with the applicable federal agency and investment pools
authorized by the Surplus Funds Investment Pool Act.
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The District mitigates credit risk by qualifying financial institutions and dealers and
[imiting a single investment in securities that are not government insured to no more than
5% of the total current investment portfolio.

The Digtrict’'s investments in MILAF and MI Class are classified as municipal
investment funds. All Municipa Investment Funds are invested in accordance with the
School Code. Each school district owns a pro rata share of each investment, which is
held in the name of the Fund. At June 30, 2008 the Michigan Liquid Asset Fund was
rated AAAm by Standard & Poor’s. The Michigan Class Fund was rated AAA by Fitch
Ratings.

Interest Rate Risk

Interest rate risk isthe risk that the market value of securities in the portfolio will fall due
to changes in market interest rates. The District mitigates this risk by requiring all
investments mature or be redeemable within two years of the date of purchase. MILAF
and M1 Class have maturity dates of |ess than one year.

4. Interfund Activity

Transfers between funds during the year ended June 30, 2008 were as follows:

Fund TransfersIn  Transfers Out
Genera $ - $682,000
Athletics 620,000 -
Property Sales Fund 62,000 -

$682,000 $682,000

Interfund balances at June 30, 2008 are as follows:

Interfund Interfund
Fund Receivable Payable
General $ 1,316 $ 1,570
Food Service 1,698 55
Athletics - 100
Property Sales Fund - 762
Agency - 527

$ 3,014 $ 3,014
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5. Capital Assets

The following summarizes capital assets activity for the year ended June 30, 2008.

Balance, Balance,
July 1, June 30,
2007  Additions Deletions Transfers 2008
Governmental Activities
Capital assets not depreciated:
Land $ 612475 $ -$ -8 - $ 612475
Capital assets being depreciated:
Buildings 33,975,269 725,850 - (122,965) 34,578,154
Land improvements 2,889,702 12,608 - (64,115) 2,838,195
Furniture and equipment 3,341,894 582,315 - 174,480 4,098,689
Transportation equipment 2,097,179 - 155,008 12,600 1,954,771
Totals at historical cost 42,916,519 1,320,773 155,008 - 44,082,284
L ess accumulated depreciation for:
Buildings 16,730,588 700,993 - - 17,431,581
Land improvements 2,013,627 110,981 - - 2,124,608
Furniture and equipment 2,674,853 218,566 - (20,284) 2,873,135
Transportation equipment 1,397,278 122,660 155,008 20,284 1,385,214
Tota accumulated depreciation 22,816,346  1,153200 155,008 - 23,814,538
Net Capital Assets $20,100,173 $ 167,573 $ - $ - $ 20,267,746

Depreciation for the year ended June 30, 2008 was $1,153,200. The District determined
that it was impractical to allocate depreciation to various governmental activities as the
assets serve multiple functions.

6. Short-Term Notes Payable
At times, the District obtains short-term financing to fund general operations. On
April 19, 2007 the District borrowed $2,000,000 through a Michigan Municipa Bond

Authority State School Aid Anticipation Note. This note was paid on August 20, 2007.
The District did not have any short-term borrowings outstanding at June 30, 2008.

40



Holland Public Schools
Holland, Michigan

Notes to Financial Statements
]

7. Long-Term Obligations

The following is a summary of changes in long-term obligations for the District for the
year ended June 30, 2008.

Balance, Balance, Due

July 1, June 30, Within

2007 Additions Deductions 2008 OneYear

Bonds payable $ 20,043526 $ - $ 3,100,000 $16,943,526 $ 3,360,000
Accrued interest on capital

appreciation bonds 16,841,589 1,818,390 - 18,659,979 -

Installment purchase

agreement 177,941 - 132,353 45,588 45,588

Retirement contracts payable 126,698 - 44,310 82,388 34,297

Retirees' insurance 254,728 - 103,836 150,892 98,641

$ 37,444,482 $ 1,818,390 $ 3,380,499 $35,882,373 $ 3,538,526

The installment purchase, retirement contracts and retirees insurance liabilities are
normally liquidated by the General Fund.

Bonds payable June 30, 2008 are comprised of the following individual issues:
Remaining

Principal Interest
Outstanding  Requirements

2002 Refunding Bonds, due in annual installments of $3,360,000
to $3,855,000 through May 1, 2010, interest at 5.0%. $ 7,215000 $ 553,500

1992 Refunding Bonds, Capital Appreciation Bonds, due in
annual installments of $919,917 to $1,267,221 from May 1,
2011 through May 1, 2019, interest at 6.7% to 6.8%. 9,728,526 34,761,474

$16,943,526  $35,314,974

The 1992 bond issue consists of capital appreciation bonds. The bonds, upon which no
interest is paid, appreciate in value over time to $44,490,000. Starting May 1, 2011, the
bonds mature annually through 2019. Interest accrues on these bonds semi-annualy in
November and May, even though the interest is not paid until maturity.
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Early Retirement | ncentive/Retirees I nsurance

The District had an early retirement incentive plan that offered an initial payment of
$5,300 within 30 days following the last working day, or January 5 of the next calendar
year. Each subsequent year a payment of $1,600 is made, with a maximum of seven
annual payments. Under this plan, the District also offers health insurance for the five
years following retirement, or until the teacher reaches 62 years of age. This plan was
not offered during the fiscal year ended June 30, 2008. The total present value of the
future payments was cal culated using a discount rate of 3.94%.

I nstallment Purchase Contract

The District entered into an installment purchase agreement to finance the acquisition of
four school buses. The agreement calls for monthly principal and interest payments of
$11,514 through October 2008.

Debt Service Requirements

The annual requirements to service the bonds outstanding to maturity including both
principal and interest are as follows:

Year ending June 30, Principal Interest Total
2009 $ 3360000 $ 360,750 $ 3,720,750
2010 3,855,000 192,750 4,047,750
2011 1,267,221 3,117,779 4,385,000
2012 1,213,949 3,316,051 4,530,000
2013 1,168,542 3,491,458 4,660,000
2014-2018 5,158,897 20,221,103 25,380,000
2019 919,917 4,615,083 5,535,000

$ 16,943,526 $ 35,314,974  $ 52,258,500

42



Holland Public Schools
Holland, Michigan

Notes to Financial Statements

8. Employee Retirement System - Defined Benefit Plan
Plan Description

The District contributed to the statewide Michigan Public School Employees Retirement
System (MPSERS), a cost-sharing, multiple-employer defined benefit pension plan
administered by the nine-member board of the MPSERS. The MPSERS provides
retirement benefits and postretirement benefits for health, dental and vison. The
MPSERS was established by Public Act 136 of 1945 and currently operates under the
provision of Public Act 300 of 1980, as amended. The MPSERS issues a publicly
available financial report that includes financia statements and required supplementary
information for MPSERS. That report may be obtained by contacting the Michigan
Public Schools Employees Retirement System, P.O. Box 30026, Lansing, Michigan
48909.

Funding Policy

Basic Plan members make no contributions. Member Investment Plan (MIP) members
enrolled in MIP prior to January 1, 1990 contribute a permanently fixed rate of 3.9% of
gross wages. Members first hired January 1, 1990 or later and returning members who
did not work between January 1, 1987 and December 31, 1989 contribute at the
following graduated permanently fixed contribution rate: 3% of the first $5,000; 3.6% of
$5,001 through $15,000; 4.3% of all wages over $15,000.

The District is required to contribute the full actuarial funding contribution amount to
fund pension benefits, plus an additional amount to fund retiree health care benefit
amounts on a cash disbursement basis. The rates for the year ended June 30, 2008 were
17.74% from July 1, 2007 through September 30, 2007 and 16.72% from October 1,
2007 through June 30, 2008. The contribution requirements of plan members and the
District are established and may be amended by the MPSERS Board of Trustees. The
District’s contributions to MPSERS for the current and two preceding years were as

follows:

Employer
Year ended June 30, Contribution
2008 $4,023,180
2007 4,271,372
2006 4,096,428
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10.

11.

Other Post Employment Benefits

Retirees have the option of health, dental, and vision coverage, which is funded on a cash
basis by the employers. A significant portion of the premium is paid by MPSERS with
the balance deducted from the monthly pension.

Risk Management and Benefits

The District is exposed to various risks of loss related to torts; theft of, damage to and
destruction of assets; errors and omission; injuries to employees and natural disasters.
The District has purchased commercia insurance for all the above types of risks. Settled
claims have not exceeded the commercial coverage in any of the last three years.

Sinking Fund

The District’s Capital Projects Funds include capital project activities funded with a
sinking fund millage. For this fund, the District has complied with the applicable
provisions of Section 1212(1) of the Revised School Code and the Michigan Department
of Treasury Letter No. 01-95.

Contingencies

In the normal course of its activities, the District becomes a party in various legal actions.
Management has determined that the outcome of any such actions will not have a
material effect on the financial position of the District.

The District participates in a number of federal programs that require compliance with
specific terms and conditions and are subject to audits by the contracting agencies.
Management believes that the effect of any disallowed expenditures would be immaterial
to the financial statements.
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12. Commitments

During 2004, the District entered into an agreement with a third party under which the
District is obligated to pay approximately $65,000 per month for various custodial
services. The agreement was for the period of December 2004 through November 2007.
The original agreement was amended during 2006, extending the service period through
June 30, 2010, after which the agreement is renewable for one-year periods unless
cancelled by either party.

The District also has an agreement with an outside vendor to purchase printing and
copying services. This agreement was entered into in December 2004 and was for aterm
of four and half years, and renews for additional one-year periods unless cancelled by
either party. The District is to attempt to purchase a total of $400,000 in services each
year. Expenditures for the year ended June 30, 2008 were approximately $384,000.

At June 30, 2008 the District had construction commitments of approximately $250,000.

At June 30, 2008, the District aso had a commitment to purchase two buses for
approximately $164,000.
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Schedule of Revenues and
Other Financing Sources - Budget to Actual

Variance
Final Positive
Year ended June 30, 2008 Budget Actual (Negative)
Revenues
L ocal Sources
Property taxes $ 11,158875 $ 11,154470 $ (4,405)
Investment income 375,822 344,377 (31,445)
Tuition 32,868 37,548 4,680
Fees and charges 26,798 22,095 (4,703)
Other 150,773 185,720 34,947
Total revenues from local sources 11,745,136 11,744,210 (926)
Inter mediate Sour ces
Special education 4,075,739 3,983,960 (91,779)
Other 137,286 255,592 118,306
Tota revenues from intermediate sources 4,213,025 4,239,552 26,527
State Sour ces
Unrestricted state aid 21,633,030 21,633,014 (16)
Restricted grants:
Atrisk 1,127,436 1,189,195 61,759
Adult education 141,515 180,150 38,635
Michigan School Readiness 373,029 281,386 (91,643)
Other 61,896 49,164 (12,732)
Total revenues from state sources 23,336,906 23,332,909 (3,997)
Federal Sources
Titlel 1,032,499 1,030,545 (1,954)
IDEA 1,145,469 1,185,080 39,611
Title 1l 376,201 293,995 (82,206)
Reading First 814,869 816,571 1,702
Title 111 70,703 67,103 (3,600)
CSR 12,086 12,086 -
Other 88,441 111,746 23,305
Total revenues from federa sources 3,540,268 3,517,126 (23,142)
Total revenues 42,835,335 42,833,797 (1,538)
Other Financing Sour ces
Sale of assets 9,767 9,767 -
Total Revenuesand Other Financing Sour ces $ 42845102 $ 42,843564 $ (1,538)
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Employee Purchased
Year ended June 30, 2008 Sdlaries Benefits Services
Expenditures
Instruction
Elementary $ 6104412 $ 2,799281 $ 196,727
Middle school 1,907,448 879,046 88,255
High school 3,439,004 1,599,405 120,017
Early childhood 222,632 - 5,674
Special education 3,299,955 1,557,893 171,431
Compensatory education 1,374,263 620,638 18,875
Vocational education 220,539 96,451 1,910
Adult education 116,424 15,461 3,233
Total instruction 16,684,677 7,568,175 606,122
Support Services
Counseling 494,671 224,297 257
Special education ancillary 1,575,613 711,033 15,516
Improvement of education 624,466 240,916 385,693
Media services 141,677 61,876 9,721
Instructional support 331,432 132,606 12,149
Board of education - - 98,499
Executive administration 220,878 64,297 11,083
School administration 1,507,890 577,328 33,566
Fiscal services 177,467 93,598 18,362
Printing services - - 326,428
Other business services 148,669 141,453 29,287
Operation and maintenance 425,963 210,987 1,701,448
Security 71,039 26,793 66,497
Student transportation 522,950 184,001 96,433
Research and development 18,579 8,903 4,068
Communication services 78,150 30,007 92,212
Staff services 243,160 117,908 11,436
Support services technology 302,479 129,997 124,026
Other support services - - -
Tota support services 6,885,083 2,956,000 3,036,681
Community Services 57,211 14,115 33,275
Payments on I nstallment Contract - - -
Total expenditures 23,626,971 10,538,290 3,676,078
Other Financing Use
Transfers out - - -
Total Expenditures and Other Financing Use $ 23626971 $ 10538290 $ 3,676,078
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Holland Public Schools
Holland, Michigan
General Fund

Schedule of Expenditures and
Other Financing Use - Budget to Actual

Supplies, Variance
Materials and Capital Tota Actua Final Positive
Other Expenses Outlay Expenditures Budget (Negative)
$ 238,410 $ 23610 $ 9362440 $ 9312344 $ (50,096)
63,943 20,059 2,958,751 2,971,159 12,408
136,630 115,781 5,410,837 5,421,595 10,758
4,228 - 232,534 224,933 (7,601)
45,182 - 5,074,461 4,977,431 (97,030)
43,566 - 2,057,342 2,034,198 (23,144)
3,065 267 322,232 303,992 (18,240)
22,799 - 157,917 90,225 (67,692)
557,823 159,717 25,576,514 25,335,877 (240,637)
1,032 - 720,257 720,424 167
16,352 - 2,318,514 2,234,517 (83,997)
112,673 - 1,363,748 1,422,480 58,732
41,069 - 254,343 246,376 (7,967)
4,325 - 480,512 521,472 40,960
31,424 - 129,923 118,650 (11,273)
4,430 2,747 303,435 296,909 (6,526)
33,625 648 2,153,057 2,167,251 14,194
6,656 388 296,471 334,285 37,814

- - 326,428 341,068 14,640

17,636 - 337,045 434,809 97,764
1,200,322 35,605 3,574,325 3,759,088 184,763
- - 164,329 157,144 (7,185)

93,208 253 896,845 1,053,661 156,816

- - 31,550 35,005 3,455

4,262 313 204,944 206,649 1,705
2,608 - 375,112 376,744 1,632
199,077 168,029 923,608 980,228 56,620
94,827 - 94,827 107,197 12,370
1,863,526 207,983 14,949,273 15,513,957 564,684
64,475 - 169,076 165,395 (3,681)
138,173 - 138,173 138,500 327
2,623,997 367,700 40,833,036 41,153,729 320,693
682,000 - 682,000 681,231 (769)

$ 3305997 $ 367,700 $ 41515036 $ 41,834,960 $ 319,924
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Nonmajor Governmental
Funds



Holland Public Schools
Holland, Michigan

Nonmajor Governmental Funds
Combining Balance Sheet

Specia Revenue

Capital Projects

Food 1998 Sinking
June 30, 2008 Service  Athletics Fund Total
Assets
Cash and investments $ 421,970 $ 58,467 $ 1,476,333 $ 1,956,770
Due from other funds 1,698 - - 1,698
Due from other governmental units 13,215 - 73 13,288
Inventories 38,346 - - 38,346
Total Assets $ 475,229 $ 58,467 $ 1,476,406 $ 2,010,102
Liabilitiesand Fund Balances
Liabilities
Accounts payable $ 2471 % 349 $ 57,224 $ 60,044
Accrued payroll ligbilities 3,141 12,159 - 15,300
Deferred revenue 60,212 - - 60,212
Due to other funds 55 100 - 155
Due to other governmental units 100 - - 100
Total liabilities 65,979 12,608 57,224 135,811
Fund Balances
Reserved for inventories and prepaids 38,346 - - 38,346
Unreserved 370,904 45,859 1,419,182 1,835,945
Total fund balances 409,250 45,859 1,419,182 1,874,291
Total Liabilitiesand Fund Balances $ 475229 $ 58,467 $ 1,476,406 $ 2,010,102
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Holland Public Schools
Holland, Michigan

Nonmajor Governmental Funds
Combining Statement of Revenues, Expenditures and
Changes in Fund Balances

Specia Revenue Capital Projects

Food 1998 Sinking

Year ended June 30, 2008 Service  Athletics Fund Total
Revenues

Local sources:

Property taxes $ - $ - $ 980,665 $ 980,665
Other local 537,258 153,406 75,987 766,651

State sources 65,510 - - 65,510

Federal sources 999,565 - - 999,565
Total revenues 1,602,333 153,406 1,056,652 2,812,391
Expenditures

Food service 1,635,186 - - 1,635,186

Athletics - 727,819 - 727,819

Capital outlay 116,258 34,694 742,586 893,538
Total expenditures 1,751,444 762,513 742,586 3,256,543
Excess (deficiency) of revenues over expenditures (149,111) (609,107) 314,066 (444,152)
Other Financing Source

Transfersin - 620,000 - 620,000
Changes in fund balances (149,111) 10,893 314,066 175,848
Fund Balances, beginning of year 558,361 34,966 1,105,116 1,698,443
Fund Balances, end of year $ 409,250 $ 45,859 $ 1,419,182 $ 1,874,291
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Holland Public Schools
Holland, Michigan
Food Service Fund

Schedule of Revenues, Expenditures and Changes in
Fund Balance - Budget to Actual

Variance
Final Positive
Year ended June 30, 2008 Budget Actua (Negative)
Revenues
Local sources:
Food sales $ 316,408 $ 313,144 $ (3,264)
Specia events 204,160 204,393 233
Other 13,379 19,721 6,342
State sources:
State aid 65,082 65,510 428
Federal sources:
Child nutrition grants 951,739 935,444 (16,295)
USDA Commodities 33,191 64,121 30,930
Total revenues 1,583,959 1,602,333 18,374
Expenditures
Sdlaries and benefits 783,423 773,928 9,495
Food purchases 685,385 664,547 20,838
Commodities - 72,579 (72,579)
Purchased services 2,500 2,392 108
Equipment rental and supplies 145,140 103,407 41,733
Other 9,262 18,333 (9,071)
Capital outlay 83,195 116,258 (33,063)
Total expenditures 1,708,905 1,751,444 (42,539)
Changes in fund balance (124,946) (149,111) (24,165)
Fund Balance, beginning of year 558,361 558,361 -
Fund Balance, end of year $ 433415 $ 409,250 $ (24,165)
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Holland Public Schools
Holland, Michigan

Athletics Fund
Schedule of Revenues, Expenditures and Changes in
Fund Balance - Budget to Actual

Variance
Final Positive
Year ended June 30, 2008 Budget Actud (Negative)
Revenues
Local sources:
Admissions and participation fees $ 148,968 $ 135,885 $ (13,083)
Other 2,899 17,521 14,622
Total revenues 151,867 153,406 1,539
Expenditures
Salaries and benefits 434,127 430,786 3,341
Purchased services 200,951 219,392 (18,441)
Equipment rental and supplies 24,352 23,096 1,256
Insurance and fees 39,742 42,557 (2,815)
Other 4,493 11,988 (7,495)
Capitd outlay 32,842 34,694 (1,852)
Total expenditures 736,507 762,513 (26,006)
Deficiency of revenues over expenditures (584,640) (609,107) (24,467)
Other Financing Source
Transfersin 620,000 620,000 -
Changes in fund balance 35,360 10,893 (24,467)
Fund Balance, beginning of year 34,966 34,966 -
Fund Balance, end of year $ 70,326 $ 45,859 $ (24,467)
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Holland Public Schools
Holland, Michigan

Agency Fund
Statement of Changes in Assets and Liabilities
|

Balance, Baance,

Year ended June 30, 2008 July 1, 2007 Additions Deletions June 30, 2008
Assets

Cash and investments $ 281150 $ 551545 $ 585350 $ 247,345
Liabilities

Accounts payable $ 5306 $ 10,239 $ 5587 $ 9,958

Dueto other funds 6,139 589,633 595,245 527

Due to student groups 269,705 527,403 560,248 236,860
Total Liabilities $ 281,150 $ 1127275 $ 1,161,080 $ 247,345
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Holland Public Schools
Holland, Michigan

2002 Refunding Bonds
Schedule of Bonded Indebtedness
]

Annual Funding Requirements

Maturity Date Interest

May 1, Rate Principal Interest Totd

2009 500% $ 3,360,000 $ 360,750 $ 3,720,750

2010 5.00 3,855,000 192,750 4,047,750
$ 7,215,000 $ 553,500 $ 7,768,500

Purpose:

The Refunding Bonds were issued by the issuer pursuant to (i) the provisions of Chapter VI of Act 202, Public Acts
of Michigan, 1943, as amended, and (ii) resolutions adopted by the Board of Education of the issuer on December 17,
2001 and February 18, 2002, in order to provide funds necessary to refund the portion of the issuer's 1992 Refunding
Bonds, consisting of Serial Bonds which are due and payable May 1, 2003 through May 1, 2010, inclusive, issued in
the original principal amount of $20,045,000.

Redemption Prior to Maturity:

Bonds are not subject to redemption prior to maturity.
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Holland Public Schools
Holland, Michigan

1992 Refunding Bonds
Schedule of Bonded Indebtedness

Annual Funding Reguirements

Maturity Date Interest
May 1, Rate Principal Interest Totd
2011 6.70% $ 1,267,221 $ 3,117,779 $ 4,385,000
2012 6.75 1,213,949 3,316,051 4,530,000
2013 6.75 1,168,542 3,491,458 4,660,000
2014 6.80 1,116,834 3,693,166 4,810,000
2015 6.80 1,067,391 3,847,609 4,915,000
2016 6.80 1,027,787 4,032,213 5,060,000
2017 6.80 991,748 4,228,252 5,220,000
2018 6.80 955,137 4,419,863 5,375,000
2019 6.80 919,917 4,615,083 5,535,000
$ 9,728,526 $ 34,761,474 $ 44,490,000
Purpose:

The Refunding Bonds were issued by the issuer pursuant to (i) the provisions of Chapter VI of Act 202, Public Acts
of Michigan, 1943, as amended, and (ii) resolutions adopted by the Board of Education of the issuer on February 17,
1993 and June 12, 1993, in order to provide funds necessary to refund the portion of the issuer's 1989 School
Building and Site Bonds (General Obligation - Unlimited Tax), consisting of Capital Appreciation Bonds which are
due and payable May 1, 2019 (the "Refunded Bonds") issued in the original principal amount of $31,878,497.

Redemption Prior to Maturity:

Bonds are not subject to redemption prior to maturity.
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BDO Seidman, LLP 99 Monroe Avenue N.W., Suite 800
Accountants and Consultants Grand Rapids, Michigan 49503-2654
® Telephone: (616) 774-7000

e ——
Fax: (616) 776-3680

Independent Auditors’ Report

Board of Education
Holland Public Schools
Holland, Michigan

We have audited the financial statements of the governmental activities, each major fund
and the aggregate remaining fund information of Holland Public Schools (the District) as
of and for the year ended June 30, 2008, which collectively comprise the basic financial
statements, and have issued our report thereon dated October 8, 2008. We conducted our
audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the District’s internal control over
financia reporting in order to determine our auditing procedures for the purpose of
expressing our opinion on the financial statements, but not for the purpose of expressing an
opinion on the effectiveness of the District’s internal control over financia reporting.
Accordingly, we do not express an opinion on the effectiveness of the District’s internal
control over financial reporting.

A control deficiency exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to
prevent or detect misstatements on a timely basis. A significant deficiency is a control
deficiency, or combination of control deficiencies, that adversely affects the District’s
ability to initiate, authorize, record, process, or report financia data reliably in accordance
with generally accepted accounting principles such that there is more than a remote
likelihood that a misstatement of the financial statements that is more than inconsequential
will not be prevented or detected by the District’ s internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies,

that results in more than a remote likelihood that a material misstatement of the financial
statements will not be prevented or detected by the District’ sinternal control.
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Our consideration of internal control over financial reporting was for the limited purpose
described in the first paragraph of this section and would not necessarily identify all
deficiencies in internal control that might be significant deficiencies or material
weaknesses. We did not identify any deficiencies in internal control over financial
reporting that we consider to be material weaknesses, as defined above.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether Holland Public Schools basic
financial statements are free of material misstatement, we performed tests of its
compliance with certain provisions of laws, regulations, contracts and grant agreements,
noncompliance with which could have a direct and material effect on the determination of
financial statement amounts. However, providing an opinion on compliance with those
provisions was not an objective of our audit and, accordingly, we do not express such an
opinion. The results of our tests disclosed no instances of noncompliance or other matters
that are required to be reported under Government Auditing Standards.

We noted certain matters that we have reported to management of Holland Public Schools,
in a separate letter dated October 8, 2008.

This report is intended solely for the information and use of the Board of Education,
management, others within the District, federa awarding agencies and pass-through

entities, and is not intended to be and should not be used by anyone other than these
specified parties.

3_/)& é-m,_____ L

Grand Rapids, Michigan
October 8, 2008
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BDO Seidman, LLP 99 Monroe Avenue N.W., Suite 800
Accountants and Consultants Grand Rapids, Michigan 49503-2654
® Telephone: (616) 774-7000

e ——
Fax: (616) 776-3680

Independent Auditors’ Report

Board of Education
Holland Public Schools
Holland, Michigan

Compliance

We have audited the compliance of Holland Public Schools (the District) with the types of
compliance requirements described in the U.S. Office of Management and Budget (OMB)
Circular A-133 Compliance Supplement that are applicable to each of its major federal
programs for the year ended June 30, 2008. Holland Public Schools major federal
programs are identified in the summary of auditors results section of the accompanying
schedule of findings and questioned costs. Compliance with the requirements of laws,
regulations, contracts and grants applicable to each of its major federal programs is the
responsibility of the District’s management. Our responsibility is to express an opinion on
the District’s compliance based on our audit.

We conducted our audit of compliance in accordance with auditing standards generally
accepted in the United States of America; the standards applicable to financial audits
contained in Government Auditing Sandards, issued by the Comptroller General of the
United States, and OMB Circular A-133, Audits of States, Local Governments and Non-
Profit Organizations. Those standards and OMB Circular A-133 require that we plan and
perform the audit to obtain reasonable assurance about whether noncompliance with the
types of compliance requirements referred to above that could have a direct and material
effect on a major federa program occurred. An audit includes examining, on a test basis,
evidence about the District’'s compliance with those requirements and performing such
other procedures as we considered necessary in the circumstances. We believe that our
audit provides a reasonable basis for our opinion. Our audit does not provide a lega
determination on the District’s compliance with those requirements.

In our opinion, Holland Public Schools complied, in all material respects, with the
requirements referred to above that are applicable to each of its major federal programs for
the year ended June 30, 2008. However, the results of the auditing procedures disclosed
one instance of noncompliance with those requirements, which is required to be reported in
accordance with OMB Circular A-133 and which is described in the accompanying
schedule of findings and questioned costs as item 2008-1.

I nternal Control Over Compliance

The management of Holland Public Schools is responsible for establishing and
maintaining effective internal control over compliance with requirements of laws,
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regulations, contracts and grants applicable to federal programs. In planning and
performing our audit, we considered the District’s internal control over compliance with
requirements that could have a direct and material effect on a major federal program in
order to determine our auditing procedures for the purpose of expressing our opinion on
compliance, but not for the purpose of expressing an opinion on the effectiveness of
internal control over compliance. Accordingly, we do not express an opinion on the
effectiveness of the District’ sinternal control over compliance.

A control deficiency in the District’s internal control over compliance exists when the
design or operation of a control does not allow management or employees, in the normal
course of performing their assigned functions, to prevent or detect noncompliance with a
type of compliance requirement of a federal program on a timely basis. A significant
deficiency is a control deficiency, or combination of control deficiencies, that adversely
affects the District’s ability to administer a federal program such that there is more than a
remote likelihood that noncompliance with a type of compliance requirement of a federal
program that is more than inconsequential will not be prevented or detected by the
District’ sinternal control.

A material weakness is a significant deficiency, or combination of significant deficiencies,
that results in more than a remote likelihood that material noncompliance with a type of
compliance requirement of a federal program will not be prevented or detected by the
District’ sinternal control.

Our consideration of internal control over compliance was for the limited purpose
described in the first paragraph of this section and would not necessarily identify al
deficiencies in internal control that might be significant deficiencies or material
weaknesses. We did not identify any deficiencies in internal control over compliance that
we consider to be material weaknesses, as defined above.

The District’s response to the finding identified in our audit is described in the
accompanying schedule of findings and questioned costs. We did not audit the District’s
response and, accordingly, we express no opinion on it.

This report is intended solely for the information and use of the Board of Education,
management, others within the District, federa awarding agencies and pass-through

entities, and is not intended to be and should not be used by anyone other than these
specified parties.

Zﬂd ém,___, L7

Grand Rapids, Michigan
October 8, 2008
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Schedule of Expenditures
of Federal Awards



Prior Y ear
Federal Program or Expenditures
CFDA Award  (memorandum
Year ended June 30, 2008 Number Amount only)
Federal Grantor Pass-Through Grantor Program/Project Number
U.S. Department of Education
Passed through Michigan Department of Education:
Adult Education 84.002
071130-710487 $ 46,800 $ 46,749
081130-810487 60,300 -
Titlel 84.010
061530-0607 45,862 45,856
071530-0607 845,190 792,795
081530-0708 984,458 -
Titlel, Migrant Education 84.011
(071890-0607 92,069 92,068
081890-0708 57,219 -
Service Provider Self Review 84.027
070440-0607 5,500 2,174
Homeless Children and Y ouths 84.196
072320-0607 10,000 8,063
072320-0708-C 1,900 -
082320-0708 10,000 -
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Holland Public Schools
Holland, Michigan

Schedule of Expenditures of Federal Awards

Accrued Accrued
(Deferred) Current Current (Deferred)
Revenue at Year Year Revenue at
July 1, 2007  Adjustments Receipts  Expenditures  June 30, 2008

12976 $ - 12,976 - $ -

- - 56,483 60,300 3,817
12,976 - 69,459 60,300 3,817
8,490 - 8,490 - -
115,812 - 115,812 - -
- - 851,993 981,025 129,032
124,302 - 976,295 981,025 129,032
6,476 - 6,476 - -

- - 43,182 49,520 6,338

6,476 - 49,658 49,520 6,338
2,174 - 2,174 - -
1,845 - 1,845 - -

- - 1,900 1,900 -

- - 6,915 8,873 1,958
1,845 - 10,660 10,773 1,958
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Prior Y ear
Federal Program or Expenditures
CFDA Award  (memorandum
Year ended June 30, 2008 Number Amount only)
Federal Grantor Pass-Through Grantor Program/Project Number
Passed through Michigan Department of Education (continued):
TitleV 84.298
070250-0607 $ 5432 $ 4,487
080250-0708 6,244 -
Title Il D Technology Literacy Grants 84.318
074290-0607 8,661 7,280
084290-0708 9,253 -
Comprehensive School Reform Demonstration 84.332
061870-0607 104,000 100,764
Reading First Grants 84.357
052930-0506 398,187 -
062930-0607 793,063 793,063
082930-0708 826,690 -
Title I11-English Language Acquisition 84.365
070580-0607 70,182 69,922
080580-0708 71,023 -
Title [1A-Improving Teacher Quality 84.367
080520-0708 343,376 -
060520-0607 168,693 168,693
070520-0607 338,321 323,699

Total passed through Michigan Department of Education

@ Adjustment for overpayment received in 2006/07.
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Holland Public Schools
Holland, Michigan

Schedule of Expenditures of Federal Awards
(continued)

Accrued Accrued
(Deferred) Current Current (Deferred)
Revenue at Year Year Revenue at
July 1, 2007  Adjustments Receipts  Expenditures  June 30, 2008

$ 115 $ - $ 115 $ - $ -

- - 4,078 5,243 1,165

115 - 4,193 5,243 1,165

7 - 7 - -

- - 10,126 10,137 11

7 - 10,133 10,137 11
6,334 - 18,420 12,086
(3,722) 3722 W - -

83,116 - 83,116 - -

- - 715,370 816,571 101,201

79,394 3,722 798,486 816,571 101,201

13,399 - 13,399 - -

- - 60,899 67,103 6,204

13,399 - 74,298 67,103 6,204

- - 287,094 293,995 6,901

10,884 - 10,884 - -
51,745 - 51,745 -

62,629 - 349,723 293,995 6,901

309,651 3,722 2,363,499 2,306,753 256,627

(continued)
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Prior Y ear
Federal Program or Expenditures
CFDA Award  (memorandum
Year ended June 30, 2008 Number Amount only)
Federal Grantor Pass-Through Grantor Program/Project Number
Passed through Ottawa Area Intermediate School Didtrict:
Safe and Drug Free Schools 84.186
082860-0708 $ - $ -
IDEA - Preschool Incentive 84.173
080460-0708 37,3% -
(070460-0607 37,212 37,212
IDEA - Flow Through 84.027
080450-0708 1,147,496 -
070450-0607 1,106,048 1,106,048
IDEA - Transition 84.027
080490-CB 190
Total passed through Ottawa Area Intermediate School District
Total U.S. Department of Education
U.S. Department of Health and Human Services
Passed through Ottawa Area Intermediate School Didtrict:

Medicaid QOutreach - 06/07 93.778 12,764 12,764
Medicaid Outreach - 07/08 11,422 -

Total U.S. Department of Health and Human Services

U.S. Department of Agriculture
Passed through Michigan Department of Education:
Child Nutrition Cluster:

National School Lunch 10.555 - -
National School Breakfast 10.553 - -
Summer Food Program 10.559 84,177 -
Fresh Fruit and V egetable Program 10.582 - -
Commodities - Entitlement 10.550 - -

Total U.S. Department of Agriculture

Total Federal Financial Assistance

86



Holland Public Schools
Holland, Michigan

Schedule of Expenditures of Federal Awards
(continued)

Accrued Accrued
(Deferred) Current Current (Deferred)
Revenue at Year Year Revenue at

July 1, 2007  Adjustments Receipts  Expenditures  June 30, 2008
$ - $ - $ 13871 $ 13871 $ -
- - 18,697 37,3% 18,697
18,606 - 18,606 - -
- - 573,748 1,147,496 573,748
953,024 7 553,024 - -
- - - 190 190
571,630 - 1,177,946 1,198,951 592,635
881,281 3,722 3,541,445 3,505,704 849,262
2,504 - 2,504 -
. - 11,422 11,422
2,504 - 13,926 11,422
- - 674,060 674,060
- - 159,194 159,194 -
(32,603) - 84,177 78,455 (38,325)
16,114 - 36,715 23,735 3,134
- - 86,008 64,121 (21,887)
(16,489) - 1,040,154 999,565 (57,078)

$ 867,296 $ 3,722 $ 4595525 $ 4516691 $ 792,184
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Note to
Schedule of Expenditures
of Federal Awards
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Holland Public Schools
Holland, Michigan

Note to Schedule of Expenditures of Federal Awards

1. General

Expenditures are recorded under the modified accrual basis of accounting. Revenues are
recognized when the qualifying expenditures have been incurred and all other grant
requirements have been met.

Expenditures in this schedule reconcile with amounts reported in the basic financial
statements and financial reports. Amounts reported in the Grant Section Auditors
Report reconcile with this schedule. Inventory values are based on the USDA value for

donated food commodities and include spoilage.
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Schedule of Findings
and Questioned Costs
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Holland Public Schools
Holland, Michigan

Schedule of Findings and Questioned Costs
Year Ended June 30, 2008

| Section | - Summary of Auditors’ Results |

Financial Statements

Type of auditors report issued: unqualified
Internal control over financial reporting:
Material weakness(es) identified? no
Significant deficiency(ies) identified that are not considered to be
material weakness(es)? none reported
Noncompliance material to financial statements noted? no

Federal Awards

Internal control over major programs:

Material weakness(es) identified? no
Significant deficiency(ies) identified that are not considered to be
material weakness(es)? none reported

Type of auditors' report issued on compliance for major programs: unqualified
Any audit findings disclosed that are required to be reported in accordance

with Section 510(a) of OMB Circular A-133? yes
Identification of major programs:
CFDA Number Name of Federal Program or Cluster
84.027 and 84.173 Specia Education Cluster
Dollar threshold used to distinguish between Type A and Type B programs. $ 300,000
Auditee qualified as low-risk auditee? yes

| Section Il - Findings Related to the Financial Statements |

There were no findings which are required to be reported under Government Auditing Standards.
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Holland Public Schools
Holland, Michigan

Schedule of Findings and Question Costs
Year Ended June 30, 2008

| Section Il - Findings and Questioned Costs for Federal Awards |

2008-1 Allowable Cost/Cost Principles Questioned Costs  $0
Special Education Cluster
CFDA Nos. 84.027 and 84.173

Condition

Certifications for employees working solely on programs support by Special Education funds
were signed annually.

Criteria

Office of Management and Budget Circular A-87 specifies that where employees are expected to
work solely on a single Federal award or cost objective, charges for their salaries and wages
must be supported by periodic certifications that the employees worked solely on that program
for the period covered by the certification. These certifications must be prepared at least semi-
annually and must be signed by the employee or supervisory officia having first hand
knowledge of the work performed by the employee.

Cause/Effect

The District did not have a policy in place to ensure compliance with this federal requirement.
Asaresult, only annual certifications were obtained from the employees.

Recommendation

The District must obtain, at a minimum, semi-annual certifications from employees documenting
which federal programsto which their timeis charged.

Auditee Response

The District provides information regarding the certifications for Special Education programs
and has changed the policy to ensure compliance with Federal law. When assignments for staff
change, the District has required updates to the certification to be placed in the file. The work
instructions used for compliance with this requirement have been updated to ensure that the
information is obtained and retained to meet the semi-annual certification process.
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Holland Public Schools
Holland, Michigan

Summary Schedule of Prior Year Findings
Year Ended June 30, 2008

Findings Related to Basic Financial Statements

Finding
Number  Finding Comments

2007-1  Significant adjustments to the trial  Finding has been cleared.
balances for the General and Food
Services Funds were identified by
the auditors.

Findings for Federal Awards

Finding CFDA Questioned

Number  Finding Number Cost Comments

2007-2  Students who did not meet the 10.553, N/A Finding has been
eligibility requirements received 10.555 cleared.
freef/reduced meals under the and
national school lunch program. 10.559
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BDO Seidman, LLP 99 Monroe Avenue N.W., Suite 800
Accountants and Consultants Grand Rapids, Michigan 49503-2654
® Telephone: (616) 774-7000

e ——
Fax: (616) 776-3680

October 8, 2008

Board of Education
Holland Public Schools
Holland, Michigan

Dear Members of the Board:

We have audited the basic financial statements of Holland Public Schools (the District) as
of and for the year ended June 30, 2008, and have issued our report thereon dated
October 8, 2008. In planning and performing our audit, we considered the District’s
internal controls in order to determine our auditing procedures for the purpose of
expressing our opinion on the financial statements and not to provide assurance on the
internal controls.

During our audit, we noted certain matters involving accounting procedures and business
practices that are presented for your consideration. These comments and
recommendations, all of which have been discussed with the appropriate members of
management, are intended to improve financial reporting practices or result in operating
efficiencies.

We would be happy to further discuss our recommendations with you and provide
whatever assistance you deem appropriate to implement these recommendations.

We appreciate the cooperation of the District’s staff that our personnel received during the
audit.

This memorandum is intended solely for the information and use of the Board of
Education, management and others within the District.

Very truly yours,

206 Sputge—, LL7
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Holland Public Schools

Memorandum of Recommendations

Accounts Payable

There is a lack of segregation of duties concerning vendor set-up in the accounts payable
department. The same individual that is responsible for generating accounts payable checks also
has the ability to add and remove vendors. Personnel involved in preparing checks should not
have the ability to add or remove vendors. Inadequate segregation of duties can lead to
misappropriation of cash.

Recommendation

Segregation of duties over accounts payable should be improved. The
responsibility to add and remove vendors in the accounts payable system should
be switched to personnel who cannot generate accounts payable checks.

Management’s Response

The implementation of the new accounting system called MUNIS will alow the
District to continue to review options to segregate these duties within our current
staffing constraints. Management will continue to strive for improvement in this
and al areas of control and reporting in the coming year and will adopt
methodol ogies which will enhance the overall financial control of the District.

Federal Program Payroll Certifications

During the course of our audit of federal programs, we noted that the payroll certifications for
employees who worked exclusively in a program supported by federal funds were only being
signed annually. The payroll certifications are required by Office of Management and Budget
Circular A-87 to be signed at least semi-annually.

Recommendation

The District must obtain, at a minimum, semi-annua certifications from
employees documenting to which federal programs their timeis charged.

Management’ s Response

The District provides information regarding the certifications for Special
Education programs and has changed the policy to ensure compliance with
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Federal Law. When assignments for staff change, the District has required
updates to the certification to be placed in the file. The work instructions used for
compliance with this requirement have been updated to ensure that the
information is obtained and retained to meet the semi-annual certification process.

Logical Security Access (Passwords)

As noted in our audits the past few years, passwords are not changed by system users on a
frequent basis.

Recommendation

Document a formal information security policy and ensure that it is adhered to by
all members of the administration, as well as students. This policy should include
specific password rules to be implemented across all IT systems, including the
network and the School Finance application. Password controls should be
enforced using automated settings within the software rather than via manual
policies and procedures. A key element in good password security is that users
are allowed and enforced to change their own passwords and that these passwords
are not known or shared by other individuals.

Asa*“best practice,” the following settings should be considered:

Minimum password length: 8 characters

Password aging: 90 days

Password history: Remember 3-5 previous passwords

Account lockout: After 5 invalid attempts; must be reset by system
administrator

Password controls at the network level help ensure that potentially sensitive or
confidential student data stored on the network is secure. Password controls
within the financial application provide enhanced controls related to segregation
of duties and accessto financial data.
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Management’ s Response

In the last fiscal year, the District installed a new computer system. The
installation of this system has provided the opportunity to enhance the network
security methods for the District. The District is still working on the
implementation of this portion of the system as it affects multiple programs for all
users. Management continues to strive for improvement in this and all areas of
security and control.

New Pronouncements

There are several new pronouncements that have been issued by the Governmental Accounting
Standards Board (GASB) that will affect future financial statements issued by the District. A
brief summary of these new pronouncementsis presented below:

GASB Statement No. 49, Accounting and Financial Reporting for Pollution Remediation
Obligations, discusses how to identify and report pollution remediation obligations. Examples
include water pollution and asbestos removal but not landfill closure costs. The pronouncement
identifies five obligating events which could trigger recording a liability. The liability would
include pre-cleanup, cleanup activities, oversight and enforcement activities. A liability is
required to be reported once it is possible to reasonably estimate the liability, regardiess of
whether it is probable that it will be paid. The pronouncement will be effective for the year
ending June 30, 20009.

GASB Statement No. 51, Accounting and Reporting for Intangible Assets, requires that all
intangible assets not specifically excluded by its scope provisions be classified as capital assets.
Goodwill is specifically excluded. Accordingly, existing authoritative guidance related to the
accounting and financial reporting for capital assets should be applied to these intangible assets,
as applicable. Examples of assets that may be considered intangible assets include easements,
water rights, timber rights, patents, trademarks, and computer software. There are special rules
for internally generated software. This pronouncement will be effective for the year ending
June 30, 2010.

GASB Statement No. 52, Land and Other Real Estate Held as I nvestments by Endowments,
requires land and real estate held by endowments to be reported at fair value with changesin fair
value reported as investment income. This pronouncement will be effective for the year ending
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June 30, 2009. Unless an endowment currently exists or is established, this will have no effect
on the financial reporting of the District.

GASB Statement No. 53, Accounting and Financial Reporting for Derivative I nstruments,
requires that derivatives be recognized and measured at fair value with changes recognized as
investment income. Hedges must be evaluated for effectiveness. Examples of derivatives are
interest rate locks, interest rate swaps or future contracts. The approach is similar to private
sector accounting and reporting. This pronouncement will be effective for the year ending
June 30, 2010.

GASB Invitation to Comment, Fund Balance Reporting and Governmental Fund Type
Definitions, attempts to clarify the availability of resources in funds other than the General Fund
and define what is meant by “legally restricted.” The pronouncement would clarify the fund
balance classifications and eliminate the “reserved fund balance” category. The new categories
would be “spendable’ and “nonspendable,” with the “ spendable” being further broken down into
four sub-categories: restricted, limited, assigned and unassigned.

Recommendation
Review the new pronouncements to determine changes necessary to ensure that

the Digtrict is in compliance with applicable financial statement and note
disclosures.



